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Title  24 — Housing  and  Urban  Development 

CHAPTER  II— OFFICE  OF  ASSISTANT  SEC¬ 
RETARY  FOR  HOUSING— FEDERAL 

HOUSING  COMMISSIONER 

[Docket  No.  R-7e-3711 

MORTGAGE  AND  LOAN  INSURANCE  PRO¬ 
GRAMS  UNDER  THE  NATIONAL  HOUS¬ 
ING  ACT 

Assurance  of  Completion  Requirements 

Notice  was  given  on  January  23,  1976, 
at  41  FR  3481  that  the  Department  of 
Housing  and  Urban  Development  was 
proposing  amendments  to  Parts  207,  213, 
221,  232,  241,  242  and  244  of  Title  24  to 
change  the  assurance  of  completion  re¬ 
quirements  for  multifamily  housing  proj¬ 
ects,  nursing  homes,  hospitals  and  group 
practice  facilities,  the  construction  or  re¬ 
habilitation  of  which  is  financed  through 
mortgages  Insured  by  the  Department. 
The  proposed  amendments  would  also 
cover  Parts  220,  227,  231,  234,  235  (re¬ 
habilitation  projects)  and  236  through 
Incorporation  by  reference. 

These  amendments  establish  the  min¬ 
imum  requirements  with  respect  to  pay¬ 
ment  and  performance  bonds,  and  cash 
deposits  to  secure  completion  assurance 
agreements.  Agreements  controlling  the 
disbursement  of  construction  funds 
coupled  with  a  full  guaranty  of  perform¬ 
ance  of  the  construction  contract  have 
been  eliminated  as  an  acceptable  form 
of  assurance  of  completion  because  of  im- 
satisfactory  prior  experience  in  this  area. 

Interested  persons  were  given  30  days 
to  submit  data,  views,  and  suggestions 
with  respect  to  the  proposed  regulation. 
Sixteen  comments  were  received.  Thir¬ 
teen  of  the  comments  were  negative;  the 
remaining  three  comments  offered  cer¬ 
tain  suggestions  toward  improving  or 
strengthening  the  proposed  require¬ 
ments. 

Six  of  the  negative  comments  were 
based  upon  the  mistaken  impression  that 
the  proposed  amendments  would  elimi¬ 
nate  the  existing  authority  for  a  mort¬ 
gagee  to  accept  an  imconditional  irrev¬ 
ocable  letter  of  credit  as  security  for  the 
completion  assurance  agreement  in  lieu 
of  the  cash  deposit  reqviired  under  the 
amended  regulations.  The  letter  of  credit 
requirement  In  the  various  regulations 
was  tmaffected  by  the  amendments  ex¬ 
cept  for  the  hospital  program  where  com¬ 
pletion  assurance  agreements  are  not  uti¬ 
lized.  See  Sections  207.19(c)(7),  213.27 
(g),  221.542(b),  232.56(b).  241.140(b). 
and  244.95  (b) .  Four  of  the  negative  com¬ 
ments  raised  the  general  objection  that 
the  existing  requirements  were  adequate 
to  protect  the  Government’s  Interests 
and  that  the  imposition  of  strengthened 
requirements  would  tend  to  penalize  the 
small  builder  and  slow  construction.  Two 
negative  comments  advocated  a  lesser 
separate  standard  for  nonprofit  build¬ 
ers.  HUD  has  determined  that  more 
stringent  assurance  of  completion  re¬ 
quirements  are  necessary  to  protect  the 
Government’s  interest  based  upon  the 
experience  of  the  Department  with  proj¬ 
ects  which  are  not  properly  complete 
and.  therefore,  caiise  loss  to  the  Depart¬ 
ment  as  an  Insurer  of  the  mortgage  loan. 


The  personal  indemnity  agreement  has 
been  retained  to  afford  relief  to  small 
builders,  nonprofit  builders,  and  contrac¬ 
tors  as  will  be  explained  finther  below. 

Three  of  the  negative  comments  main¬ 
tained  that  the  controlled  disbursement 
agreement  was  an  acceptable  and  work¬ 
able  mechanism  which  should  not  be 
eliminated  as  an  acceptable  form  of  as¬ 
surance  of  completion.  These  comments 
do  not  alter  the  position  of  the  Depart¬ 
ment  that  the  mechanism  has  not  been 
proved  in  the  experiments  therewith  and 
that  too  little  private  interest  has  been 
demonstrated  in  the  controlled  disbmse- 
ment  agreement  to  justify  developing 
regulaticms  and  handbook  rules,  proce- 
dures  and  forms  for  nationwide  imple¬ 
mentation. 

One  negative  comment  raised  the  issue 
of  adverse  impact  of  the  strengthened 
requirements  through  elimination  of  mi¬ 
nority  contractors.  It  should  be  empha¬ 
sized  that  the  mechanism  of  the  person¬ 
al  indemnity  agreement  as  an  acc^itable 
form  of  assurance  of  completion  was  de¬ 
vised  initially  and  has  been  retained  for 
the  express  purpose  of  facilitating  the 
participation  of  small  contractors,  non¬ 
profit  builders,  and,  particularly,  minori¬ 
ty  contractors.  It  is  believed  that  not 
many  small  contractors  will  undertake 
construction  of  multifamily  projects  in 
excess  of  $500,000.  One  negative  com¬ 
ment  was  adverse  to  the  personal  in¬ 
demnity  agreement  and  stated  that  such 
agreements  were  not  worth  the  paper 
upon  which  they  were  written. 

The  Department  has  determined  that 
an  Environmental  Impact  Statement  is 
not  required  with  respect  to  this  rule. 
The  Finding  of  InappUcability,  in  accord¬ 
ance  with  HUD’S  environmental  proce¬ 
dures  handbook  (HUD  Handbook  1390.1) 
is  available  for  public  inspection  during 
regular  business  hours  in  the  OflBce  of  the 
Rules  Docket  Clerk,  Room  10141,  Depart¬ 
ment  of  Housing  and  Urban  Develop¬ 
ment,  451  Seventh  Street,  S.W.,  Wash¬ 
ington,  D.C. 

Accordingly,  the  proposed  regulations 
are  hereby  adopted  without  change  and 
are  set  forth  below. 

PART  207— MULTIFAMILY  HOUSING 
MORTGAGE  INSURANCE 

1.  Section  207.19(c)  (6)  is  revised  to 
read  as  follows: 

§  207.19  Required  supervision  of  private 

mortgagors. 

•  •  •  •  « 

(c)  *  •  • 

(6)  The  mortgagor  shall  furnish  as¬ 
surance  of  completion  of  the  project  in 
the  form  of  a  personal  ind^nity  agree¬ 
ment,  corporate  surety  bonds  for  pay¬ 
ment  and  performance,  or  a  completion 
assurance  agreement  secured  by  a  cash 
deposit.  All  types  of  assurance  of  com¬ 
pletion  shall  be  on  forms  approved  by 
the  Commissioner.  All  surety  companies 
issuing  bonds  and  all  parties  executing  a 
personal  indemnity  agreement  must  be 
satisfactory  to  the  Commissioner.  The 
minimum  requirements  for  assurance  of 
completion  are  as  follows: 


(i)  Where  the  estimated  cost  of  con¬ 
struction  or  rehabilitation  is  $500,000  or 
less,  the  assurance  of  completion  will  be 
accepted  in  the  form  of  a  personal  indem¬ 
nity  agreement  executed  by  the  principal 
ofiBcers,  directors,  stockholders,  or  pyart- 
ners  of  the  entity  acting  as  general  con¬ 
tractor,  or  by  the  individuals  operating 
as  the  general  contractor.  Where  the  es¬ 
timated  cost  of  construction  or  rehabili¬ 
tation  is  more  than  $500,000  or  where 
such  cost  is  less  than  $500,000  and  a  per¬ 
sonal  indemnity  agreement  is  not  exe¬ 
cuted,  the  assurance  shall  be  as  set  forth 
in  paragraph  (c)  (6)  (ii)  or  (iii)  of  this 
section. 

(ii)  Where  the  structure  contains  no 
elevator,  or  where  the  structure  contains 
an  elevator  and  is  three  stories  or  less, 
assurance  shall  be  by  corporate  surety 
bonds  for  payment  and  performance 
each  in  the  amount  of  25  percent  of  the 
amoimt  of  the  construction  contract,  or 
a  completion  assurance  agreement  se¬ 
cured  by  a  cash  deposit  in  the  amount  of 
15  percent  of  the  amount  of  the  con¬ 
struction  contract. 

(iii)  Where  the  structme  contains  an 
elevator  and  is  four  stories  or  more,  as¬ 
surance  shall  be  by  corporate  surety 
bonds  for  payment  and  performance, 
each  in  the  amoimt  of  50  percent  of  the 
amount  of  the  construction  contract,  or 
a  completion  assurance  agreement  se¬ 
emed  by  a  cash  deposit  in  the  amount  of 
25  percent  of  the  amount  of  the  con¬ 
struction  contract. 

(iv)  A  mortgagee  may  prescribe  more 
stringent  requirements  for  assurance  of 
completion  than  the  minimum  require¬ 
ments  of  this  section. 

«  •  •  •  « 

PART  213— COOPERATIVE  HOUSING 
MORTGAGE  INSURANCE 

2.  Section  213.27(e)  is  revised  to  read 
as  follows: 

§  213.27  Assurances  of  completion. 

•  «  •  •  * 

(e)  The  mortgagor  shall  fiumish  assur¬ 
ance  of  completion  of  the  project  in  the 
form  of  a  personal  Indemnity  agreement, 
corporate  smrety  bonds  for  payment  and 
performance,  or  a  completion  assturance 
agreement  seciu*ed  by  a  cash  deposit.  All 
types  of  assmance  of  completion  shall  he 
on  forms  approved  by  the  (Commissioner. 
All  surety  companies  issuing  bonds  and 
all  parties  executing  a  personal  indem¬ 
nity  agreement  must  be  satisfactory  to 
the  Commissioner.  The  minimum  re¬ 
quirements  for  assurance  of  completion 
are  as  follows: 

(1)  Where  the  estimated  cost  of  con¬ 
struction  or  rehabilitation  is  $500,000  or 
less,  the  assurance  of  completion  will  be 
accepted  in  the  form  of  a  personal  in¬ 
demnity  agreement  executed  by  the 
principal  officers,  directors,  stockholders, 
or  partners  of  the  entity  acting  as  the 
general  contractor,  or  by  the  individuals 
operating  as  the  general  contractor. 
V^ere  the  estimated  cost  of  construction 
or  rehabilitation  is  more  than  $500,000  or 
where  such  cost  is  less  than  $500,000  and 
a  personal  indemnity  agreement  is  not 
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executed,  the  assurance  shall  be  as  set 
forth  in  paragraph  (e)  (2)  or  (3)  of  this 
section. 

(2)  Where  the  structure  contains  no 
elevator,  or  where  the  structure  contains 
an  elevator  and  is  three  stories  or  less, 
assurance  shall  be  by  corporate  surety 
bonds  for  pasunent  and  performance 
each  in  the  amoxmt  of  25  percent  of  the 
amount  of  the  construction  contract,  or 
a  completion  assurance  agreement  se¬ 
cured  by  a  cash  deposit  in  the  amount  of 
15  percent  of  the  amoimt  of  the  con¬ 
struction  contract. 

(3)  Where  the  structure  contains  an 
elevator  and  is  four  stories  or  more,  as¬ 
surance  shall  be  by  corporate  surety 
bonds  for  payment  and  performance, 
each  in  the  amoimt  of  50  percent  of  the 
amount  of  the  construction  contract,  or 
a  completion  assurance  agreement  se¬ 
cured  by  a  cash  deposit  in  the  amount  of 
25  percent  of  the  amount  of  the  con¬ 
struction  contract. 

(4)  A  mortgagee  may  prescribe  more 
stringent  requirements  for  assurance  of 
completion  than  the  minimum  require¬ 
ments  of  this  section. 

♦  ♦  «  «  « 


PART  221— LOW  COST  AND  MODERATE 
INCOME  MORTGAGE  INSURANCE 

3.  Section  221.542(a)  is  revised  to  read 
as  follows : 

§  221.542  Assurance  of  completion. 

(a)  The  mortgagor  shall  furnish  as¬ 
surance  of  completion  of  the  project  in 
the  form  of  a  personal  indemnity  agree¬ 
ment,  corporate  surety  bonds  for  pay¬ 
ment  and  performance,  or  a  completion 
assurance  agreement  secured  by  a  cash 
deposit.  All  types  of  assurance  of  com¬ 
pletion  shall  be  on  forms  approved  by 
the  Commissioner.  All  surety  companies 
Issuing  bonds  and  all  parties  executing 
a  personal  indemnity  agreement  must  be 
satisfactory  to  the  Commissioner.  The 
minimum  requirements  for  assurance  of 
completion  are  as  follows: 

(1)  Where  the  estimated  cost  of  con¬ 
struction  or  rehabilitation  is  $500,000  or 
less,  the  assurance  of  completion  will  be 
accepted  in  the  form  of  a  personal  in¬ 
demnity  agreement  executed  by  the  prin¬ 
cipal  officers,  directors,  stockholders,  or 
partners  of  the  entity  acting  as  the  gen¬ 
eral  contractor,  or  by  the  individuals 
operating  as  the  general  contractor. 
Where  the  estimated  cost  of  construc¬ 
tion  or  rehabilitation  is  more  than 
$500,000  or  where  such  cost  is  less  than 
$500,000  and  a  personal  indemnity  agree¬ 
ment  is  not  executed,  the  assurance  shall 
be  as  set  forth  in  paragraph  (a)(2)  or 
(3)  of  this  section. 

(2)  Where  the  structure  contains  no 
elevator,  or  where  the  structure  contains 
an  elevator  and  is  three  stories  or  less,  as¬ 
surance  shall  be  by  corporate  surety 
bonds  for  payment  and  performance  each 
in  the  amount  of  25  percent  of  the 
amount  of  the  construction  contract,  or 
a  completion  assurance  agreement  se¬ 
cured  by  a  cash  deposit  in  the  amount  of 
15  percent  of  the  amount  of  the  con¬ 
struction  contract. 
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(3)  Where  the  structure  contains  an 
elevator  and  is  four  stories  or  more,  as¬ 
surance  shall  be  corporate  surety  bonds 
for  pasonent  and  performance,  each  in 
the  amount  of  50  percent  of  the  amount 
of  the  construction  contract,  or  a  com¬ 
pletion  assurance  agreement  secured  by 
a  cash  deposit  in  the  amount  of  25  per¬ 
cent  of  the  amount  of  the  construction 
contract. 

(4)  A  mortgagee  may  prescribe  more 
stringent  requirements  for  assurance  of 
completion  than  the  minimum  require¬ 
ments  of  this  section. 

«  *  *  «  ♦ 


PART  232— NURSING  HOMES  AND  INTER¬ 
MEDIATE  CARE  FACILITIES  MORTGAGE 

INSURANCE 

4.  Section  232.56(a)  is  revised  to  read 
as  follows: 

§  232.56  Assurance  of  completion. 

(a)  The  mortgagor  shall  furnish  as¬ 
surance  of  completion  of  the  project  in 
the  form  of  a  personal  indemnity  agree¬ 
ment,  corporate  surety  bonds  for  pay¬ 
ment  and  performance,  or  a  completion 
assurance  agreement  secured  by  a  cash 
deposit.  All  types  of  assurance  of  com¬ 
pletion  shall  be  on  forms  approved  by 
the  Commissioner.  All  surety  companies 
issuing  bonds  and  all  parties  executing  a 
personal  indemnity  agreement  must  be 
satisfactory  to  the  Commissioner.  The 
minimum  requirements  for  assurance  of 
completion  are  as  follows: 

(1)  Where  the  estimated  cost  of  con¬ 
struction  or  rehabilitation  is  $500,000  or 
less,  the  assurance  of  completion  will  be 
accepted  in  the  form  of  a  personal  in¬ 
demnity  agreement  executed  by  the  prin¬ 
cipal  officers,  directors,  stockholders,  or 
partners  of  the  entity  acting  as  general 
contractor,  or  by  the  individuals  operat¬ 
ing  as  the  general  contractor.  Where  the 
estimated  cost  of  construction  or  reha¬ 
bilitation  is  more  than  $500,000  or  where 
such  cost  is  less  than  $500,000  and  a 
personal  indemnity  agreement  is  not  ex¬ 
ecuted,  the  assurance  shall  be  as  set 
forth  in  paragraph  (a)  (2)  or  (3)  of  this 
section. 

(2)  Where  the  structure  contains  no 
elevator,  or  where  the  structure  contains 
an  elevator  and  is  three  stories  or  less, 
assurance  shall  be  by  corporate  surety 
bonds  for  payment  and  performance 
each  in  the  amoimt  of  25  percent  of  the 
amount  of  the  construction  contract,  or 
a  completion  assurance  agreement  se¬ 
cured  by  a  cash  deposit  in  the  amount 
of  15  percent  of  the  amount  of  the  con¬ 
struction  contract. 

(3)  Where  the  structure  contains  an 
elevator  and  is  four  stories  or  more,  as¬ 
surance  shall  be  by  corporate  surety 
bonds  for  payment  and  performance, 
each  in  the  amount  of  50  percent  of  the 
amount  of  the  constmction  contract,  or 
a  completion  assm’ance  agreement  se¬ 
cured  by  a  cash  deposit  in  the  amount  of 
25  percent  of  the  amount  of  the  con¬ 
struction  contract. 

(4)  A  mortgagee  may  prescribe  more 
stringent  requirements  for  assurance  of 
completion  than  the  minimum  require¬ 
ments  of  this  section. 

•  »  *  «  • 
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PART  241— SUPPLEMENTARY  FINANC¬ 
ING  FOR  INSURED  PROJECT  MORT¬ 
GAGES 

5.  Section  241.140(a)  is  revised  and  a 
new  paragraph  (c)  is  added  as  follows: 

§  241.140  Assurance  of  completion. 

(a)  The  borrower  shall  furnish  assur¬ 
ance  of  completion  of  the  project  in  the 
following  minimum  forms  and  amounts: 

(1)  Where  the  estimated  cost  of  con¬ 
struction  of  the  improvements  is  $500,- 
000  or  less,  the  borrower  shall  furnish 
assurance  of  completion  of  the  project 
in  the  form  of  a  personal  indemnity 
agreement  executed  by  the  principal  of¬ 
ficers,  directors,  stockholders,  or  part¬ 
ners  of  the  entity  acting  as  the  general 
contractor,  or  by  the  individuals  c«)er- 
ating  as  the  general  contractor. 

(2)  Where  the  estimated  cost  of  con¬ 
struction  of  the  improvements  is  more 
than  $500,000  or  where  such  cost  is  leas 
than  $500,000  and  a  personal  indemnity 
agreement  is  not  executed,  the  assurance 
shall  be  in  the  form  of  corporate  surety 
bonds  for  payment  and  performance, 
each  in  the  minimum  amount  of  25  per¬ 
cent  of  the  construction  contract,  or  a 
completion  assurance  agreement  secured 
by  a  cash  deposit  in  the  minimum 
amount  of  15  percent  of  the  amount  of 
the  construction  contract. 

(3)  All  types  of  assurance  of  comple¬ 
tion  shall  be  on  forms  approved  by  the 
Commissioner.  All  surety  companies  exe¬ 
cuting  a  bond  and  all  parties  executing  a 
personal  indemnity  agreement  must  be 
satisfactory  to  the  Commissioner. 

(4)  A  mortgagee  may  prescribe  more 
stringent  requirements  for  assurance  of 
completion  than  the  minimum  require¬ 
ments  of  this  section. 

•  •  *  *  • 

(c)  Supplemental  loans,  incurred  solely 
for  the  purpose  of  purchasing  equipment 
in  a  nursing  home  or  a  group  practice 
facility,  are  exempt  from  the  above  as¬ 
surance  of  completion  requirements. 


PART  242— MORTGAGE  INSURANCE 
FOR  HOSPITALS 

6.  Section  242.61  is  revised  to  read  as 
follows: 

§  242.61  Funds  and  finances— insured 
advances— assurance  of  completion. 

(a)  Where  the  estimated  cost  of  con¬ 
struction  or  rehabilitation  is  $500,000  or 
less  and  a  Hill  Burton  grant  or  HEW 
guaranteed  loan  is  not  involved,  the 
mortgagor  shall  furnish  assurance  of 
completion  of  the  project  in  the  form  of 
a  personal  indemnity  agreement  exe¬ 
cuted  by  the  principal  officers,  directors, 
stockholders,  or  partners  of  the  entity 
acting  as  the  general  contractor,  or  by 
the  individuals  operating  as  the  general 
contractor. 

(b)  Where  the  estimated  cost  of  con¬ 
struction  or  rehabilitation  is  more  than 
$500,000  or  where  such  cost  is  less  than 
$500,000  and  a  personal  indemnity  agree¬ 
ment  is  not  executed  and,  in  all  cases 
involving  Hill  Burton  grants  or  HEW 
guaranteed  loans,  the  mortgagor  shall 
furnish  assurance  of  completion  in  the 
form  of  corporate  surety  t^nds  for  pay- 
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ment  and  perfonnance  each  In  the  mini¬ 
mum  amount  of  50  percent  of  the  ac¬ 
cepted  bid  price  (100  percent  of  bid  price 
if  a  Hill  Burton  grant  or  HEW  giiaran- 
teed  loan  is  involved) . 

(c)  All  types  of  assurance  of  comple¬ 
tion  shall  be  on  forms  approved  by  the 
Commissioner.  All  surety  companies  exe¬ 
cuting  a  bond  and  all  parties  executing 
a  personal  indemnity  agreement  must  be 
satisfactory  to  the  Commissioner. 

(d)  A  mortgagee  may  prescribe  more 
stringent  requirements  for  assurance  of 
completion  than  the  minimun  require¬ 
ments  provided  for  above  in  this  section. 

PART  244 — MORTGAGE  INSURANCE  FOR 
GROUP  PRACTICE  FACIUTIES  [TITLE  XI] 

7.  In  §  244.95  paragraph  (a)  is  revised, 
paragraphs  (b)  and  (c)  are  deleted  and 
paragraph  (d)  is  redesignated  as  para¬ 
graph  (b)  and  revised  as  follows: 

§  244.95  Funds  and  finances  ■  ■  insured 
advances  assurance  of  completion. 

(a)  The  mortgagor  shall  furnish  as¬ 
surance  of  completion  of  the  project  in 
the  form  of  a  phonal  indemnity  agree¬ 
ment,  corporate  surety  bonds  for  pay¬ 
ment  and  performance,  or  a  completion 
assurance  agreement  secured  by  a  cash 
deposit.  All  types  of  assurance  of  com¬ 
pletion  shall  be  on  forms  s4>proved  by 


the  Commissioner.  All  surety  companies 
issuing  bonds  and  all  parties  executing  a 
personal  indemnity  agreement  must  be 
satisfactory  to  the  Commissioner.  The 
minimum  requirements  for  assurance  of 
completion  are  as  follows : 

(1)  Where  the  estimated  cost  of  con¬ 
struction  of  rehabilitation  is  $500,000  or 
less,  the  assurance  of  completion  will  be 
accepted  in  the  form  of  a  personal  In- 
denmity  agreement  executed  by  the  prin¬ 
cipal  officers,  directors,  stockholders,  or 
partners  of  the  entity  acting  as  the  gen¬ 
eral  contractor,  or  by  the  individuals  op¬ 
erating  as  the  general  contractor.  Where 
the  estimated  cost  of  construction  or  re¬ 
habilitation  is  more  than  $500,000  or 
where  such  cost  is  less  than  $500,000  and 
a  personal  Indemnity  agreement  is  not 
executed,  the  assurance  shall  be  as  set 
forth  in  paragraph  (a)  (2)  or  (3)  of  this 
section. 

(2)  Where  the  structure  contains  no 
elevator,  or  where  the  structure  contains 
an  elevator  and  is  three  stories  or  less, 
assurance  shall  be  by  corporate  surety 
bonds  for  payment  and  performance 
each  in  the  amoimt  of  25  percent  of  the 
amoimt  of  the  construction  contract,  or 
a  completion  assurance  agreement  se¬ 
cured  by  a  cash  deposit  in  the  amoimt  of 
15  percent  of  the  amount  of  the  con¬ 
struction  contract. 


(3)  Where  the  structure  contains  an 
elevator  and  is  four  stories  or  more,  as¬ 
surance  shall  be  by  corporate  surety 
bonds  for  payment  and  performance, 
each  in  the  amount  of  50  percent  of  the 
amount  of  the  construction  contract,  or 
a  completion  assurance  agreement  se¬ 
cured  by  a  cash  deposit  in  the  amount  of 
25  percent  of  the  amoimt  of  the  construc¬ 
tion  contract. 

(4)  A  mortgagee  may  prescribe  more 
stringent  requirements  for  assurance  of 
completion  than  the  minimum  require¬ 
ments  in  this  section. 

(b)  The  lender  may  accept,  in  lieu  of  a 
cash  deposit  required  by  paragraph  (a) 
of  this  section,  a  letter  of  credit  meet¬ 
ing  the  requirements  of  §  244.85(b). 

(Sec.  7(d) ,  Department  of  HUD  Act,  42  U.S.C. 
3535(dK) 

Effective  date:  This  amendment  is 
effective  on  September  22,  1976. 

It  is  hereby  certified  that  the  eco¬ 
nomic  and  inflationary  impacts  of  this 
regfulation  have  been  carefully  evaluated 
in  accordance  with  OMB  Circular  A-107. 

Jahes  L.  Young, 

Assistant  Secretary  for  Housing- 
Federal  Housing  Commis¬ 
sioner. 
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